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profit to the State.  It was liquidated only when the State note
issues were taxed 10 per cent, in 1865.

By the middle of the nineteenth century the crying need of
American financial institutions was for a national system of
currency and some form of centralized control of credit. The
rapidly-growing nation required rapidly expanding credit. But
it required also a much safer credit than these hundreds of
diverse, irresponsible, and shaky little banks could give to it.
They were dangerous not merely to the United States but to
Europe as well, for every serious collapse in America was
beginning to be felt abroad, especially in Great Britain,

The United States National System

The links between them were the product rather of the efforts
to meet the financial needs of the Federal Government in the
Civil War, than of any definite attempt to reform the monetary
system, although there is no doubt that Chase, Lincoln's Secre-
tary of the Treasury, believed that in addition to satisfying the
needs of the moment he was carrying through a useful per-
manent reform. At the very commencement of the Civil War
the United States Treasury made an emergency issue of notes
which the public were asked to accept and use, although they
were not legal tender. They were, however, not well received.
They were taken to the banks and exchanged for coin and, as
in the first six months large quantities were issued, the reserves
of the banks became seriously depleted. At the end of 1861
the banks, the most important of which had already formed a
union to assist in floating Government loans, decided to suspend
payment and, since the Treasury had no reserve for cashing its
notes, the dollar ceased to be based upon gold. Apart from the
issue of notes, the war was financed in the first two years
chiefly by borrowing, and it was mainly to facilitate the market-
ing of further loans that the national banking system was
established.

The first Act was passed in February 1863, and amended
in June 1864. The scheme was the result of an inquiry into
the State banking systems, and it incorporated what were
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